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PRESIDENTS REPORT TOrsheReEn@ED Ens 


The Directors of Handy Andy Inc. are pleased to report on the operation of the Company for the Fiscal Year 
ended December 31, 1978. 


Sales and Earnings: 

Notwithstanding continuing adverse economic conditions, the results of the Company’s operations in 1978 
may be considered satisfactory. Sales maintained their 1977 levels, but profits declined due mainly to the 
Company’s extensive investments in its expansion and modernization programs. Net earnings after taxes 
amounted to $340,958, or $0.90 per share, as compared with $449,307, or $1.18 per share, in 1977. 


Expansion: 

In 1978 the Company took energetic and far-reaching measures to lay a firm foundation for its future growth 
by developing new territories for franchised dealerships. For this purpose, a branch office was opened in 
Toronto and new personnel were engaged. Concurrently, additional expenses were allocated to engage new 
dealers and introduce the Company to these new market areas. 


These investments and efforts are now beginning to produce positive results. Modern franchised stores were 
recently opened in Central Ontario and British Columbia. Several more such outlets are scheduled for 
imminent openings in these areas, as well as in the Company’s traditional market places of Quebec, the 
Maritimes and Newfoundland. 


It is evident from the Company’s Balance Sheet that our strong financial position enables us to realize our 
future expansion with our own resources. 


Modernization: 
Concurrently, we have closed a number of older, outdated stores. These will be replaced by new outlets 
equipped with modern service facilities. 


The Company has also taken steps to create a more contemporary and uniform image of itself throughout the 
whole Handy Andy chain. 


Furthermore, to improve our distribution system, we have installed electronic ordering equipment throughout 
the Handy Andy network. This expenditure has already proven beneficial to the Company and its Associate 
Dealers. 


Future Outlook: 

Although the above measures taken by management have affected our profits in 1978, we feel certain that, in 
the long run, they will prove advantageous. We look forward to the future, confident that our Company’s 
position in the market place will not only be maintained, but also strengthened. 


Change in the Company’s Name: 

In order to comply with recent provincial legislation, our Shareholders. authorized the Directors of our 
Company to request supplementary letters patent from the Minister of Consumer Affairs, Cooperatives and 
Financial Institutions of the Province of Quebec to change the Company’s name from HANDY ANDY 
COMPANY to HANDY ANDY Inc. The Minister approved this petition on July 24, 1978. 


Election of New Directors: 
The Directors of the Company are pleased to welcome Mr. Paul E. Hainault and Mr. Jean-Claude Vachon, elected 
by the Shareholders on April 26, 1978, to the Board of Handy Andy Inc. 


Acknowledgements: 
On behalf of the Board of Directors of Handy Andy, | would like to express my appreciation to all our staff for 


their loyalty and efforts in the past year. | would also like to thank our Shareholders, Associate Dealers and 
Suppliers for their continuing support. 


Bernard Naimark 
President and Chief Executive Officer 


Montreal, Quebec 
March 5, 1979 


STATEMENT OF EARNINGS 


for the year ended December 31, 1978 


1978 1977 
$ $ 
SHA hey Sy oe a a 11,826,415 11,437,216 
COST OF SALES, SELLING, ADMINISTRATIVE 
uN DEIN ANC IAI EXPENSES. ee eee 11,273,457 10,677,909 
552,958 759,307 
PROVISION ORGINGCOME TAXES#...2.2.25.0 212,000 310,000 
NEIEARNINGS«FOR THE: YEARS 22 22....20.5. 340,958 449,307 
NET EARNINGS PER COMMON SHARE............. $0.90 $1.18 
STATEMENT OF RETAINED EARNINGS 
for the year ended December 31, 1978 
1978 1977 
$ $ 
BADANGE — BEGINNING: OF YEAR vnc ccc. 3,514,239 3,141,094 
MEME AMIN SM Ol NG VOAl cr cwtia. cet cncticcteestene: 340,958 449 307 
3,855,197 3,590,401 
Dinitellitec! ae eee P tnt AOE eae ee 76,162 | 76,162 
eA a= END OPSY EAR nxn etnaien-cuannd 3,779,035 3,514,239 


BALANCE SHEET as at December 31, 1978 


ASSETS 


CURRENT ASSETS 


Inventory 


Prepaid expenses 


Income taxes recoverable 


FIXED ASSETS (note 2) 


SIGNED. ON BEHALF OF THE BOARD 
Bernard Naimark, Director 
N.L. Rappaport, Q.C. Director 


1978 
$ 


412,885 
1,449,657 
4,130,942 

119,584 


9,644 


6,122,712 


372,929 


6,495,641 


1977 
$ 


252,894 
elle 
3,812,410 

96,566 


5,737,141 


388,928 


6,126,069 


LIABILITIES 


CURRENT LIABILITIES 


Accounts payable and accrued liabilities 


IESE NTO EE GR GS pee beta aN Ne ea ee 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (note 3) 


Authorized — 
24,000 5% non-cumulative preferred shares 
redeemable at the par value of $10 
each 


1,000,000 common shares of the par value of 
$1 each 


Issued and fully paid— 
Boceos OMCOMIMON Slaves o.oo ects 


Sie TESA) Sy ADSL CS) 1 8 a] Ee 6 he le ia cece een 
PEP PUIIMEEPEARNINGS (MOLE 3) ois cccoscscccsccsecsescmeecsnnnsoenn 


1978 
$ 


1,836,846 


1,836,846 


380,810 
498,950 


3,779,035 
4,658,795 


6,495,641 


1977 
$ 


1,688,611 


43,459 


1,732,070 


380,810 
498,950 


3,514,239 
4,393,999 


6,126,069 


STATEMENT OF CHANGES 
IN FINANCIAL POSITION 


for the year ended December 31, 1978 


SOURCE OF WORKING CAPITAL 
Provided from OPChatlonS 2s ea 


Proceeds from sale of fixed assets oo... 


USE OF WORKING CAPITAL 
Purchase of fixed ASSCtS o.n.cccccccccccsecceccsecceneerseeeentereeeees 


DiIVIG@NdS ic) ano ee ee ee 


INCREASE IN WORKING GAPITAL 
WORKING CAPITAL - BEGINNING OF YEAR... 


WORKING CAPITAL - END OF YEAR osssssennne 


1978 
$ 


406,945 


2,800 


409,745 


52,788 


76,162 


128,950 


280,795 


4,005,071 


4,285,866 


1977 
$ 


ey Geeks 


16500 


514,785 


60,723 


76,162 


136,885 


377,900 


SiOAtelin 


4,005,071 


NOTES TO FINANCIAL STATEMENTS 


for the year ended December 31, 1978 


1. ACCOUNTING POLICIES 


Inventory — 

Inventory is valued at the lower of cost and net realizable value. Cost is determined on the first-in, 
first-out basis. 
Fixed assets — 

Fixed assets are carried at cost and are depreciated over their estimated useful lives on a declining 
balance basis at the following rates: 


Building — 5% 
Furniture and equipment —— 20% 
Rolling stock == 30% 


Leasehold improvements are amortized on the straight-line method over the term of the leases 
which vary from 5 to 25 years. 


Pax EDPASSEIS 
Fixed assets consist of the following: 
1978 1977 


Accumulated 


Cost depreciation Net Net 
$ $ $ $ 
egiol lanl Ils ae 133,497 133,497 133,497 
StU NGM eae tee ee eatin eee 38,980 16,807 PP De WW fe) 2a aH 
Furniture and equipment ......... 892,679 782,639 110,040 118,845 
PASI SCOCK, = Biogit in evssitvcciveciess 36,358 18,132 18,226 10,134 
1,101,514 817,578 283,936 285,816 
Leasehold improvements ......... 306,645 217,652 88,993 LOSsae 


1,408,159 1,035,230 372,929 388,928 


3. CAPITAL STOCK 


Of the 5% preferred shares, 21,000 have previously been issued and redeemed. Accordingly, 
retained earnings includes an amount of $210,000 which is restricted under the provisions of Section 
45 of the Quebec Companies Act. 


4. INCOME TAXES 


As at December 31, 1978 the undepreciated capital cost of fixed assets for tax purposes 
exceeded their net book value by approximately $91,500. This excess is available to the company to 
reduce taxable income of future years. 


5. LONG-TERM LEASES 


The company is committed under long-term leases which will require minimum rental payments 
which, in some cases, may be increased by amounts based on percentage of sales, taxes and other 
expenses, as follows: 


RENTAL 
RECEIVABLE FROM 
PAYMENTS 
REQUIRED SUBLESSEES 
SMASH TU SIS eR ttre ener $1,396,540 $118,924 
4 al OO te rec rtrcomneety tester eis 626,820 
Weholt eRe) etek cers oars: 256,700 


Certain of the company’s locations have been sublet and payments are due from sublessees 
as indicated above. 


6. COMPARATIVE FIGURES 


Comparative figures for the previous year have been restated to conform with presentation for 
the current year. 


7. ADDITIONAL INFORMATION 
The following amounts are included in the determination of net earnings for the year: 


1978 1977 
$ $ 

Depreciation and amortization Of fixed ASEtS oo... ceccccccccesssesesssesesseeseeeen 67,082 65,478 

Remuneration of directors Who are alSO OffICELS ......ccceccccsseseesecseeseeseeseone 131,952 119,461 


AUDITORS REPORT 7O ThE SHARER@EBERS 


We have examined the balance sheet of Handy Andy Inc. as at December 31, 1978 
_and the statements of earnings, retained earnings and changes in financial position for 
the year then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the 


company as at December 31, 1978 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


COOPERS & LYBRAND 
Montreal, Quebec Chartered Accountants 
February 16, 1979 
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